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289    CITY    HALL 

SAN    FRANCISCO   2 

CALIFORNIA 


August  3  9,  1969 


The  Honorable  Board  of  Supervisors 
City  and  County  of  San  Francisco 
2  35  City  Hall 
San  Francisco  94102 


Gentlemen : 

In  Resolution  605-68,  adopted  September  3,  1968,  the 
Board  of  Supervisors  authorized  and  directed  the  Chief 
Administrative  Officer  to  do  two  things: 

1.  Conduct  negotiations  with  the  Unified  School 
District  for  a  joint  development  of  the 
Commerce  High  School  Playing  Field  for  a  Court- 
house and  Board  of  Education  purposes;  and 

2.  Development  of  an  adequate  and  feasible  financ- 
ing plan. 

This  report  was  prepared  in  response  to  the  assignments 
given  to  me  in  Resolution  605-68.   The  report  contains  cost 
figures  and  recommendations  for  several  additional  projects 
not  specifically  mentioned  in  your  Resolution  concerning 
the  joint  development  of  the  Commerce  High  School  Playing 
Field;  namely,  an  underground  parking  garage  and  the  remodel- 
ing of  City  Hall  for  a  City  administration  building.  In  my 
opinion,  these  additional  projects  are  essential  and  logical 
developments  closely  associated  with  the  proposed  construc- 
tion of  a  new  Courthouse  and  a  new  School  District  Adminis- 
tration Building.   Therefore,  it  is  requested  that^.-your  con- 
siderations include  all  four  /ncojects  recommended  herein. 


Chi/f /AdradRiistrative  Officer 


RECOMMENDATIONS 

1.  The  Commerce  High  School  Playing  Field  should  be  developed 
with  a  new  Courthouse  and  School  District  Administration 
Building  and  a  two  story  sub-surface  parkins  garage 
accommodating  500  automobiles, 

2 .  Immediately  following  completion  and  occunancy  of  the 
Courthouse,  City  Hall  should  be  renovated  to  accommodate 
all  City  agencies  in  the  Civic  Center  area  which  are  not 
housed  in  their  own  permanent  buildings. 

3.  If  the  first  two  recommendations  are  approved,  the  Chief 
Administrative  Officer  be  authorized  to  negotiate  with 

the  Retirement  Hoard  for  funding  these  capital  improvement! 
by  a  loan  from  the  Retirement  Fund,  which  would  be 
submitted  to  the  Board  of  Supervisors  for  its  approval. 

4.  As  a  second  preference  to  Recommendation  3,  the  Chief 
Administrative  Officer  be  authorized  to  negotiate  with 
private  developers  and  financiers  in  order  to  submit  to 
the  Roard  of  Supervisors  for  approval  a  financing  plan 
and  agreement  for  a  non-profit  corporation  to  construct 
the  recommended  capital  improvements. 

5.  As  a  last  preference,  authorize  the  Chief  Administrative 
Officer  to  prepare  and  submit  a  bond  issue  for  the 
recommended  capital  improvements  for  either  June  or 
November  1970. 
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NEGOTIATIONS  WITH  THE  SAN  H-'ANCISCO  UNIFIED  SCHOOL  DISTF.ICT 

Beginning  in  October  1H68,  a  series  of  meetings  has  been 
held  with  representatives  of  the  San  Francisco  Unified  School 
District  to  discuss  joint  development  of  Commerce  High  School 
Playing  Field.   The  major  meetings  were  in  the  office  of  the 
Chief  Administrative  Officer  and  were  attended  by  Nathan  B. 
Cooper,  Controller,  Joseph  P.  McElligott,  General  Administra- 
tive Officer,  San  Francisco  Unified  School  District,  Wilbert 
W.  Vestnys,  Assistant  Superintendent  of  Schools,  Division  of 
Buildings  and  Grounds,  San  Francisco  Unified  School  District, 
Judge  Gerald  S.  Levin  and  other  members  of  the  Courts,  representing 
the  Superior  and  Municipal  Civil  Courts,  S.  M.  Tatarian,  Director 
of  Public  Works,  Wallace  Wort man,  Director  of  Property,  Allan  3. 
Jacobs,  Director  of  Planning,  Charles  W.  Griffith,  City  Architect, 
Thad  Brown ,  Administrative  Analyst,  and  Thomas  G.  I'iller,  Execu- 
tive Assistant  to  the  Chief  Administrative  Officer.   Other 
smaller  or  individual  meetings  were  held  with  Dr.  Robert  Jenkins, 
Superintendent  of  Schools,  Thomas  M.  O'Connor,  City  Attorney, 
and  with  the  technical  staff  of  the  various  City  Departments  to 
discuss  special  aspects  of  the  problems.  The  representatives 
of  the  School  District  have  been  most  cooperative  in  reaching 
agreement  with  us  on  many  points. 

The  San  Francisco  Unified  School  District  administrative 
offices  have  been  housed  for  many  years  in  the  old  Commerce  High 
School  building,  which  was  converted  as  well  as  Dossible  into 
office  soace.   It  is  an  inadequate  structure  for  an  administra- 
tion building  for  the  School  District,  and  the  representatives 
of  the  School  District  at  our  recent  meetings  have  indicated 
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definite  need  for  new  facilities  in  the  near  future.   A  report 
on  the  negotiations  being  conducted  with  the  Chief  Administra- 
tive Officer  was  presented  to  the  Board  of  Education  at  its 
meeting  of  February  4,  1969.   The  Board  indicated  the  staff 
should  continue  negotiations  for  this  purpose. 

In  the  many  meetings  held,  the  type  of  development  which 
could  be  placed  on  the  subject  property  was  discussed  in  detail. 
The  Commerce  High  School  Playing  Field  covers  the  entire  block 
bounded  by  Van  Ness  Avenue,  Mayes,  Franklin,  and  Grove  Streets, 
the  property  being  immediately  south  of  the  War  Memorial  Opera 
Mouse  building,  and  adjacent  to  one  corner  of  City  Hall.   The 
property  has  a  total  area  of  105,848  square  feet,  with  a  C-3 
zoning  classification,  and  a  height  limitation  of  80  feet.   It 
is  currently  leased  to  a  private  operator  for  use  as  an  auto- 
mobile parking  lot. 

The  result  of  the  discussitins  and  studies  is  a  general 
agreement  that  the  Commerce  High  School  Playing  Field  should 
be  developed  with  a  new  Courthouse,  a  School  District  Adminis- 
tration Building,  and  a  two  story  sub-surface  parking  garage 
which  would  accommodate  50  0  automobiles  under  the  proposed 
structure.   The  Civic  Center  Office  Space  Study  made  by  EBS 
Management  Consultants  in  19  67  recommended  that  a  new  Court- 
house building  of  approximately  240,000  square  feet  be  construc- 
ted, not  including  parking;  although  the  Bureau  of  Architecture's 
most  recent  estimate  is  314,000  square  feet.   The  School  District 
has  made  a  preliminary  estimate  that  a  new  adminisxration  build- 
ing would  require  200,000  square  feet  of  area. 
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Preliminary  design  studies  by  the  Department  of 
City  Planning  and  the  Bureau  of  Architecture  indicate 
that  a  single  building  combining  these  two  functions 
<«*  feasible  and  would  be  more  economical  than  two 
separate  buildings,  but  that  the  total  floor  space 
will  probably  require  a  structure  higher  than  the 
present  80  foot  height  limit.   Design  terms  of  reference 
prepared  by  the  Department  of  City  Planning  shov;  that 
the  existing  80  foot  height  limit  should  be  maintained 
in  the  portion  of  the  lot  closest  to  the  Opera  House 
and  City  Hall  to  maintain  a  harmonious  facade,  and 
that  the  building  could  rise  up  to  175  feet  on  the 
southwestern  portion  of  the  property.   Any  structure 
higher  than  80  feet  would  require  a  modification  of  the 
existing  height  limit. 

The  three  new  construction  projects  described 
above  (a  new  Courthouse,  a  new  School  District  Administra- 
tion Building,  and  a  500  car  parking  garage)  should  be 
designed  as  a  single  structure,  both  for  maximum  utiliza- 
tion of  the  property  and  for  the  best  aesthetic  results. 
The  500  car  underground  parking  garage  was  not  specifically 
mentioned  in  the  Board  of  Supervisors'  Resolution  on  the 
joint  development  of  the  Commerce  High  School  Playing 
Field.   However,  a  parking  lot  now  exists  on  the  property 
and  the  need  for  additional  parking  in  this  area  of  the  Civic 
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Center  has  been  well  demonstrated,  so  the  proposed  two-story 
underground  garage  was  included  as  an  integral  part  of  the  pro- 
ject.  The  remodeling  of  the  City  Hall  was  also  not  specifically 
mentioned,  in  the  Board  of  Supervisors'  Resolution,  but  this  is 
a  logical  and  essential  development  to  provide  needed  office 
space  for  City  departments.   One  of  the  primary  purposes  of  this 
study  is  to  provide  adequate  space  for  municipal  functions  on 
the  third  and  fourth  floors  of  City  Hall  after  space  has  been 
provided  for  the  Court  functions  in  the  new  Courthouse. 

OTHER  RELATED  PROJECTS 

Other  additional  projects  were  also  considered  in  the 
course  of  our  negotiations  and  studies.  The  more  important  of 
these  are: 

1.  Central  Power  Plant  $4,500,000 
This  plant  would  include  heating  and  cooling  for  all  City 

buildings  in  the  Civic  Center  area  including  the  Library,  the 
proposed  new  Library,  the  Public  Health  building,  City  Hall, 
the  Opera  House  and  Veterans'  Building,  Civic  Auditorium  and 
450  McAllister  Street.   The  present  central  heating  plant  is 
obsolete  and  inadequate  and  should  be  replaced  with  a  plant 
which  could  accommodate  all  new  and  proposed  Civic  Center 
buildings . 

2.  Remodeling  Public  Health  Building         $2,708,160 
There  have  been  many  changes  in  the  administration  and 

functions  of  the  Public  Health  Department  since  this  building 
was  constructed  in  19  32  and  a  complete  remodeling  of  the  building 
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is  needed  for  more  efficient  use  of  the  space  and  for  flexibility 
in  future  use. 

3.   450  McAllister  Street  $1,051,000 

This  building  also  needs  modernization  for  more  efficient 
utilization.   However,  its  future  use  after  the  remodeling  of 
City  Hall  would  be  subject  to  further  study. 

The  three  projects  above  are  not  recommended  for  financing 
at  this  time.   While  two  of  the  projects  -  the  central  heating 
plant  and  the  remodeling  of  the  Health  Building  are  considered 
necessary  for  the  future,  they  have  not  been  included  in  an 
attempt  to  keep  the  total  cost  of  the  proposed  projects  as  low 
as  possible. 

The  450  McAllister  Street  building  was  also  not  included 
at  this  time  because  detailed  planning  for  the  remodeling  of 
City  Hall  will  probably  indicate  that  the  City  departments  now 
housed  in  450  McAllister  Street  can  be  accommodated  in  City  Hall. 
EBS  Management  Consultants  recommended  that  450  McAllister  Street 
then  be  used  to  house  the  Redevelopment  Agency,  Economic  Opportunity 
Council  and  the  Housing  Authority-   It  is  my  recommendation  that 
the  future  use  of  this  building  be  determined  during  the  period 
of  time  when  the  final  plans  and  specifications  are  being  made 
for  the  remodeling  of  City  Hall. 
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COST  ESTIMATES 

The  Bureau  of  Architecture  has  prepared  preliminary 
estimates  on  the  costs  of  each  of  the  four  projects.   It 
should  be  emphasized  that  these  are  preliminary  estimates, 
subject' to  modification  when  more  detailed  plans  and  speci- 
fications have  been  made. 

A.     Courthouse  Square  Feet 


93,112 

37,495 

14,000 

4,100 

5,400 

29,400 

8,000 

13,000 

204,  507 


1.   Areas 

a. 

Superior  Court 

b. 

Municipal  Court 

c. 

County  Clerk 

d. 

Sheriff 

e. 

Public  Administrator 

f . 

Law  Library 

g. 

Cafeteria 

H. 

Storage 

Net ~ Area  (65%) 

Service,  circulation, 

walls ,  etc.  ( 35% ) 

Gross  Area 

110,193 
314,700 


2.   Estimate 


a.  Construction  $12,588,000 
314,700  sq.  ft.  @  $40.00 

b.  Architectural  and  Engineering,  6%      755,300 

c.  Inspection,  testing,  soils,  reports,   377,600 
surveys,  administration,  3% 

d.  Furnishings  and  equipment,  5%         630,000 

e.  Art  work,  2%  of  $13,720,000  274,400 

$14,625,300 


Underground  Parking  Garage 

1.  Areas 

a.  Site  area  -  275  ft.  by  384.8  ft.  =  105,806  sq.  ft 

b.  Required  per  car  422  sq.  ft 

c.  Each  sub-basement  floor  will  park  250  cars. 

d.  Two  floors  -  500  cars. 

e.  Cost  per  sq.  ft.  -  $15.00 

f.  Construction  -  211,600  sq.  ft.  -  $3,180,000 

Based  on  costs  for  Civic  Center  Garage,  updated 
to  July  1969  and  modified  to  suit  conditions. 

2 .  Cost  Estimate 

a.  Construction  $3,180,000 

b.  Architecture  and  190,800 
Engineering,  6% 

c.  Inspection,  testing,  surveys,  95,400 
Administration,  3% 

d.  Art  Work,  2%  of  $3,465,000  69,300 

$3,53S;566 


Remodeling  City  Hall  for  Administration  Building 

1.  The  following  is  based  on  the  EBS  Report  which  indicated 
that  all  City  Adminisxrative  offices  to  year  2000  can  be 
accommodated  at  City  Hall,  except  Redevelopment,  EOC  and 
Housing  Authority.   EBS  estimate  for  reconstruction  in 
June  1967  was  339,745  sq.  ft.  @  517.25  =  $5,860,000. 
Inflation  from  June  1967  to  July  1969  has  been  16.8%. 

2 .  Estimate 

a.  Construction  $  6,850,000 
$5,860,000  plus  16.8%  inflation 

b.  Air  Conditioning  1,704,000 

c.  Architecture  and  Engineering,  12%       786,500 

d.  Inspection,  testing,  surveys,  342,000 
Administration,  4% 

e.  Furnishings  and  Equipment,  5%  427,000 

$10,lU9,b0ti 
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D.  School  District  Administration  Building 

1.  The  School  District  staff  estimates  that  an  area  of 
2  00,000  square  feet  will  be  required  for  the  new 
Administration  building. 

2 .  Estimate 

a.  Construction 

200,000  sq.  ft.  @  $35.00  $  7,000,000 

b.  Architecture  and  engineering ,  6%       420,000 

c.  Administration,  inspection,  210,000 
testing,  surveys,  etc.,  3% 

d.  Art  work,  2%  of  $8,720,000  152,600 

e.  Equipment  and  furnishings,  5%       350  ,000 

$  8,132,600 

E.  Summary 

1.  Courthouse  Building  $14,625,300 

2.  Underground  Parking  Garage  3,535,500 

3.  City  Hall  Remodeling  10,109,500 

4.  School  District  Administration  8,132,600 
Building                              

TOTAL     $36,4  02,900 

F.  Explanatory  Notes 

1.  All  costs  have  been  calculated  as  of  March  1969. 
Inflationary  costs  of  at  least  8  -  10%  per  year 
must  be  added  for  inflation  to  date  of  award  of 
contract. 

2.  Moving  costs,  and  temporary  construction,  if  needed, 
have  not  been  calculated  because  data  is  not  avail- 
able at  this  time. 
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ESTIMATED  ANNUAL  DEBT  SERVICE  REQUIREMENT 

First  Phase   -  Courthouse,  School  Administration  Building,  Parking  Garage; 
Second  Phase  -  City  Hall  Remodeling. 

General  Obligation  Bonds  5  1/2%,  30  years;  Retirement  System  7%,  30  years; 
Non-Prof it  Corporation  6%,  2  7  years. 

General  Obligation  Bond  and  Retirement  System  Financing: 

Construction         Debt  Service  Requirement 

Cost       G.O.  Bonds  b  1/2-6  Retirement  System  7% 
First  -Phase  Annual  ~  Annual 

Courthouse  $  14,625,300     $   1,006,299        $   1,178,600 

Parking  Garage  3,535,500         243,261  284,913 

School  Administra-        8,132,600          559,566             655,377 
tion  Building        

First  Phase  Total  $  26,293,400  $  1,809,126  $  2,118,890 

Second  Phase 

City  Hall  Remodeling  $  10,109,500  $  695,588  $  814,688 

Total  Two  Phases  $  36,402,900  $  2,504,704  $  2,933,578 

Non-Prof it  Corporation  Financing: 

Add  to  Construction  Costs: 

4%  incidental  costs  -  legal,  financial  consultant,  bond  printing,  etc. 
18%  of  104%  construction  cost  -  interest  during  construction  -  3  years  @  6! 
6%  of  104%  construction  cost  -  bond  reserve  fund  -  1  year's  interest  @  3% 


First  Phase 


Construction      Debt  Service 

Cost Requirement  6% 

Annual 


Courthouse  $  18,860,787  $   1,427,708 

Parking  Garage                           5,663,279  428,694 

School  Administra-                      10,487,801  793,897 

tion  Building  

First  Phase  Total  $  34,911,867  $   2,650,299 

Second  Phase 

City  Hall  Remodeling  $  13,037,211  $     986,880 

Total  Two  Phases  $  47,948,078  $   3,637,179 
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ESTIMATED  TIME  SCHEDULE 


For  Non-Profit  Corp- 
oration, Joint  Powers 
Authority  or  Retire- 
ment  Fund  Financing 

August  19  to 
November  1,  19  6  9 

November  1,  1969 


January  1,  1972 

May  1,  19  72 
September  1,  19  7  4 

November  1,  19  7  4 


January  1,  19  7  5 
July  1,  19  7  6 


For  General 
Obligation  Bond 
Financing 

August  19  to 
November  1,  19  6  9 


June  3,  19  7  0 
October  1,  1970 
December  1,  1972 

March  1,  19  7  3 
August  1,  19  7  5 

October  1,  1975 


December  1,  1975 
June  1,  1977 


Debates,  hearings  on  proposals, 
policy  decisions. 

Begin  formation  of  corporation 
or  authority.  Begin  architec- 
tural design  of  buildings. 

Submission  of  bond  issues  for 
approval  of  electorate,  if 
this  financing  method  is  used. 

Beein  architectural  design  of 
buildings  if  bond  issue  is 
approved . 

Completion  of  design  and  call 
for  construction  bids  on  all 
buildings  except  City  Hall 
renovation . 

Commence  construction. 

Call  for  bids  on  City  Hall 
renovation . 

Complete  construction  of  all 
buildings  except  City  Hall 
renovation.   Commence  moving 
Courts  and  administrative 
offices  to  new  building. 

Commence  renovation  of  City  Hall 

Conrolete  renovation  of  City  Hall 
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SCHEDULE  OF  LEASES  FOR  VARIOUS  CITY  DEPARTMENTS 


WITH  CITY  AS  LESSEE 


OR 


SCHOOL  DISTRICT  AS  LESSEE 


It  is  assumed  that  the  following  leases  will  be  cancelled 
when  space  is  available  in  the  new  or  refurbished  buildings. 


City  of  San  Francisco 

City  Planning 
1212  Ilarket  Street 

Public  Administrator 
1212  Market  Street 

Human  Rights  Commission 
10  9  5  Market  Street 

Transit  Task  Force 
1182  Market  Street 

Department  of  Public  Works 
507  Polk  Street 

Recreation  and  Park 
Engineering  Department 
507  Polk  Street 


$  21,120 

$  25,476 

$  16,872 

$  10,200 

$  29,456 

$  11,496 

Total       $114,620 


San  Francisco  Unified  School  District 
2  20  Golden  Gate  Avenue 
14  8  5  Market  Street 
1480  Mission  Street 


Total 
Annual  Total 


$  56,996 
$110,160 
$  30,360 
$197,516 
$312,136 
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F IN AN CI U G  PLAN 

In  the  construction  of  any  large  capital  improvements, 
municipal  governments  have  had  to  borrow  money  to  finance  these 
projects.   This  is  primarily  because  a.  stable  local  tax  rate 
cannot  be  maintained  if  large  sums  of  money  are  appropriated 
in  a  single,  year's  budget  for  major  construction  contracts. 
San  Francisco  has  always  been  prudent  in  managing  its  municipal 
debt  for  capital  improvements,  and  has  acquired  an  excellent 
credit  rating. 

In  developing  "an  adequate  and  feasible  financing  plan"  as 
directed  by  Resolution  No.  505-68  of  the  Board  of  Supervisors, 
four  alternatives  were  seriously  considered.   These  were: 

1.  General  Obligation  bonds. 

2.  Non-profit  corporation. 

3.  Joint  powers  agreement. 

4.  Retirement  Fund. 

Inherent  in  any  one  of  the  financing  methods  are    advantages 
and  disadvantages.   Some  of  the  major  advantages  or  disadvantages 
associated  with  each  method  will  be  outlined.   The  final  choice 
of  method  will  depend  on  a  City  policy  decision  which  has  taken 
into  consideration  each  of  the  relevant  factors.   Among  the  factors 
considered  in  preparing  this  report  are: 

1.  The  lowest  possible  rate  of  interest  on  bonds  to  be 
issued . 

2.  The  degree  of  community  and  political  approval. 

3.  Trie  lowest  possible  cost  of  projects. 


4.  The  maximum  control  over  timing  and  continuity  of 
financing  and  construction  of  projects. 

5.  Tne  effect  on  debt  limitations  which  might  restrict 
other  City  projects  not  related  to  Civic  Center. 

1.    General  Obligation  Bonds. 

Public  borrowing  by  the  issuance  of  general  obligation 
bonds  is  the  most  common  and  usually  the  cheapest  method  of 
financing  the  acquisition  of  major  capital  improvements  for 
a  city. 

Its  advantages  are  lower  cost,  and  acceptance  by  the  tax- 
payers since,  in  most  jurisdictions  the  voters  approve  these 
bonds  at  an  election.   The  Constitution  of  the  State  of 
California  requires  that  municipal  bond  issues  be  approved 
by  two-thirds  of  the  voters,  and  the  disadvantage  witn  general 
obligation  bonds  in  California  is  the  difficulty  of  obtaining 
this  hign  percentage  of  approval. 

In  some  cities  and  states  the  legislative  body  can  issue 
bonds  without  approval  by  the  voters,  in  others  the  required 
voter  approval  is  from  50  per  cent  to  60  per  cent.  The  cities 
in  the  state  of  Pennslyvania,  for  example,  only  require  a  50 
per  cent  approval.   In  a  recent  five  year  period,  1963  to  19  67, 
the  City  of  Philadelphia  submitted  18  bond  issues  to  the  voters, 
totaling  $440,000,000,  and  all  were  approved  by  more  than  the 
required  50  per  cent. 

Another  problem  related  to  general  obligation  bonds  is  the 
bonded  debt  limit.  The  Charter  fixes  this  limit  at  12  per  cent 
of  the  assessment  roll,  and  until  recently  this  gave  the  City 
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of  San  Francisco  a  comfortable  bonding  capacity  of  about 
$360,000,000.   On  July  1,  1968,  a  new  State  law  removed 
solvent  credits  (cash  on  hand)  from  the  assessment  role, 
and  this  technical  change  reduced  our  bonded  debt  limit  by 
about  $100,000,000.   In  July  1969,  the  limit  will  be  reduced 
again  as  a  result  of  the  passage  of  Proposition  1-A  in 
November  1968,  which  granted  a  $750  exemption  to  homeowners, 
reduced  the  business  inventory  tax  and  eliminated  the  personal 
property  tax.   The  results  of  these  reductions  are  not  yet 
known,  but  it  is  estimated  to  be  at  least  $12,000,000.   The 
bonding  capacity  of  the  City  will  then  be  somewhat  under 
$250,000,000.   At  June  30,  1969,  we  had  about  $158,000,000 
in  outstanding  bonds,  and  a  currently  authorized  but  unsold 
total  of  $168,000,000.   We  are  aware  that  substantial  sums 
will  be  requested  in  the  next  five  years  for  bond  issues  for 
schools,  parks,  water  pollution  control,  transit,  etc.  It  seems 
apparent  that  either  the  Charter  debt  limitation  will  have  to 
be  raised,  or  methods  other  than  general  obligation  bonds  will 
have  to  be  utilized  when  practicable. 
2.    Non-Prof it  Corporation. 

In  the  "non-profit  lease-back"  approach,  a  non-profit 
corporation  is  established  pursuant  to  the  California  Corpora- 
tions Code,  beginning  at  Section  9000.   The  corporation  issues 
bonds  to  pay  the  cost  of  constructing  the  public  improvements 
according  to  plans  prepared  by  or  approved  by  the  City.  When 
the  facilities  are  completed,  they  are  leased  to  the  City  for 
a  period  of  years  and  at  a  rental  sufficient  to  pay  the  principal 
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and  interest  on  the  bonds.   When  the  bonds  have  been  retired, 
the  City  owns  the  facilities  without  further  payment. 

Separate  non-profit  corporations  could  be  set  up  to  con- 
struct each  of  the  several  projects,  since  tne  bond  interest 
rates  on  one  project  -  such  as  remodeling  City  nail  might  be 
more  favorable  than  otners  such  as  tne  parking  garage.  Achieving 
the  most  favorable  interest  rates  on  various  projects  might  also 
be  accomplished  by  establishing  a  single  non-profit  corporation 
empowered  to  construct  all  the  contemplated  Civic  Center  facil- 
ities.  Separate,  successive  bond  issues  could  De  sold  oy  the 
corporation,  each  secured  by  the  public  facility  to  which  it 
relates. 

Subject  to  the  general  powers  of  the  City  and  the  School 
District   to  lease  facilities  from  the  non-profit  corporation, 
the  City  could  coordinate  the  construction  schedules  and  leasing 
activities  with  the  corporation.   The  City,  with  its  arcnitec- 
tural  and  planning  staff,  in  cooperation  with  the  School 
District,   Courts  and  other  departments  involved,  would  prepare 
plans  and  specifications  for  eacn  of  the  desired  facilities. 
This  approach  would  require  City  appropriations  to  prepare  the 
plans  and  specifications.   The  City  could  put  the  plans  and 
specifications  out  for  construction  bids,  or  could  sell  or  donate 
the  plans  to  tne  corporation  if  this  were  desirable,  and  tne 
corporation  would  let  construction  bids  in  accordance  witn  the 
plans . 

Alternatively,  if  desired,  outside  consultants  could  be 
employed  to  prepare  tne  plans  and  be  paid  by  the  non-profit 
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corporation.   It  should  be  remembered  that  all  the  expenditures 
of  the  corporation  are  funded  by  the  issuance  of  bonds,  subject 
to  interest.   If  the  City  is  in  a  favorable  cash  position  arid 
can  appropriate,  without  delay,  the  several  million  dollars 
needed  for  plans  and  specifications,  the  over-all  cost  will  be 
lower.   If,  however,  there  must  be  a  delay  before  City  funds 
are  available,  the  rising  costs  due  to  the  inflationary  spiral 
would  make  it  advisable  to  proceed  using  funds  borrowed  by  the 
corporation. 

Several  points  require  further  analysis  of  the  laws  in 
establishing  a  single  non-profit  corporation  to  accomplish  all 
the  contemplated  projects.   These  concern  the  probability  that 
the  City  would  lease  the  parking  garage  directly  from  the 
corporation  and  sublease  it  to  a  garage  operator  for  either  a  mini- 
mum or  percentage  rental  or  both;  the  involvement  of  the  School 
District  as  a  direct  lessee  for  the  office  space  it  requires; 
the  possibility  that  the  refurbishing  of  City  Hall  through  bonds 
issued  by  the  corporation  might  require  that  title  be  transferred 
to  the  corporation  under  indenture  until  those  bonds  were  retired; 
and  the  apportionment  of  cost  of  mutually  used  factors  such  as 
garage,  land,  power  plant,  etc.   However,  it  appears  these 
points  can  be  solved  without  great  difficulty  as  negotiations 
proceed  through  the  required  legal  steps. 

Non-profit  corporations  have  become  popular  in  recent  years 
as  a  result  of  the  need  of  cities  and  counties  throughout 
California  to  finance  public  improvements  without  the  require- 
ment of  two-thirds  voter  approval.   (See  McClain  v  Alameda 
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County  209  Cal  App.  2d  73(1962),  and  "Lease-Purchase  Financing" 
American  Bar  Association  Journal,  January  1963).   The  courts 
have  reasoned  that  lonr  term  leases  of  facilities  need  not  be 
approved  by  the  voters  pursuant  to  Article  XI,  Section  18  of 
the  State  Constitution.   To  fit  within  this  judicial  exception 
to  the  debt  limitation,  the  City  must  enter  into  elaborate 
leases  with  the  non-profit  corporation,  and  the  bonds  issued 
by  the  corporation  are  subject  to  detailed  bond  indentures 
assuring  adequate  security,  and  must  be  anproved  by  several 
governmental  authorities.   A  ruling  generally  must  be  obtained 
from  the  Internal  Revenue  Service  to  assure  tax  exemption,  and 
similar  rulings  may  be  obtained  from  the  Franchise  Tax  Board 
with  respect  to  State  income  tax.   Recent  State  legislation 
has  also  alleviated  the  problem  of  possessory  interest  taxation 
on  non-profit  corporations  for  "uniquely  governmental"  property 
leased  to  cities  and  counties. 

Orange  County,  reputed  to  be  a  bastion  of  conservative 
fiscal  policy  in  Southern  California,  has  not  hesitated  to  use 
non-profit  corporation  lease-back  bonds  xo  finance  needed  new 
office  buildings.   In  19 66  the  Orange  County  Board  of  Supervisors 
caused  to  be  printed  a  four  page  brochure  describing  some  new 
innovations  in  non-profit  lease  back  financing  pioneered  by 
that  County. 

In  summary,  non-profit  corporation  financing  with  lease- 
back has  gained  much  popularity  in  California  because  it  provides 
a  method  of  financing  needed  capital  improvements  without  delay, 
despite  the  fact  that  interest  rates  on  non-profit  corporation 
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bonds  have  been  somewhat  less  favorable  than  general  obligation 
bonds.   There  is  also  criticism  of  this  method  as  avoiding  the 
will  of  the  electorate,  even  though  it  is  a  rare  bond  issue 
which  has  received  less  than  50  per  cent  approval.   While  lease- 
purchase  financing  is  more  complicated  legally  than  general 
obligation  bond  financing  and  more  expensive  in  interest  cost, 
it  might  be  less  costly  in  the  long  run  by  permitting  earlier 
construction,  and  better  continuity  in  planning  and  coordinating 
a  number  of  projects. 
3 .    Joint  Powers  Authority 

The  Joint  Exercise  of  Powers  Act  is  found  in  the  Government 
Code  beginning  at  Section  6500.   It  provides  that  two  or  more 
public  agencies  by  agreement  may  jointly  exercise  any  common 
power.   This  has  been  interpreted  to  require  that  each  of  the 
agencies  must  have  the  independent  power  to  do  that  for  which 
they  contract.   The  agreement  may  be  administered  by  one  of  the 
agencies  or  by  an  independent  public  authority  established  by 
the  agreement.   The  independent  authority  is  structured  in  the 
same  manner  as  the  non-profit  corporation  lease-back,  and 
revenue  bonds  are  sold  to  finance  the  planned  improvement.  The 
facilities  are  then  leased  back  to  the  public  agencies  at  rental 
rates  fixed  so  as  to  retire  the  bonds. 

Several  advantages  could  result  from  the  establishment  of 
this  type  of  authority.   Delays  inherent  in  general  obligation 
bonds  could  be  avoided;  the  bonds  could  be  issued  without  obtain- 
ing rulings  from  the  Internal  Revenue  Service  or  clearance  from 
other  governmental  authorities  required  to  approve  non-profit 
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corporation  bonds;  the  rate  of  interest  is  usually  lower  than 
non-profit  corporation  bonds,  although  usually  higher  than 
peneral  obligation  bonds. 

The  critical  question  in  determining  the  suitability  of 
the  joint  powers  approach  is  whether  the  City  and  the  School 
District  have  powers  sufficiently  broad  to  authorize  the  under- 
taking, of  each  of  the  four  proposed  projects.   Discussions 
with  the  City  Attorney  and  other  legal  authorities  indicate 
that  a  joint  powers  agreement  could  only  apply  to  tiie  School 
District  administration  building,  and  possibly  the  parkin'": 
garage.   It  seems  clear  that  the  City  lias  sufficiently  compre- 
hensive powers  to  undertake  eacli  o^  the  projects;  but  the  legal 
experts  concur  that  the  Sciiool  District  is  limited  generally 
to  construction  of  facilities  primarily  for  school  purposes. 
While  a  school   administration  buildinrr,  and  possibly  parage 
parking  facilities  would  be  included,  there  is  serious  doubt 
that  the  new  Courthouse,  the  refurbishing  of  City  Hall  and 
similar  projects  would  qualify  for  a  joint  powers  agreement 
with  the  School  District. 

Consideration  was  also  given  to  the  feasibility  of  a  joint 
powers  agreement  between  the  City  and  the  redevelopment  Agency, 
since  the  Agency  represents  a  major  conduit  through  which  Federal 
financial  assistance  might  be  obtained.  If  special  benefit  to 
the  adjacent  project  area  could  be  established,  an  advantageous 
joint  powers  agreement  might  be  possible.   However,  considerable 
legal,  financial  and  policy  inquiry  would  have  to  be  made  before 
such  an  agreement  could  be  said  to  be  either  practically  or 
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legally  feasible;  and  since  there  is  little  possibility  that 

HUD  funds  could  be  made  available  for  this  kind  of  project 

in  the  foreseeable  future,  it  does  not  appear  worth  pursuing 

further. 

4 .    Retirement  Fund. 

Several  California  cities  and  counties,  in  attempting  to 
find  new  sources  of  financing  for  public  improvements,  have 
simply  borrowed  from  their  own  employees'  Retirement  funds. 
By  necessity,  hundreds  of  millions  of  dollars  are  accumulated 
in  retirement  funds  for  meeting  the  eventual  retirement  obliga- 
tions of  the  jurisdiction.   The  City  of  Los  Angeles  has  financed 
about  $150,000,000  of  public  buildings  in  their  Civic  Center 
in  the  past  10  years  with  retirement  funds,  and  Alameda  County, 
as  an  example  close  by,  has  used  retirement  funds  for  public 
improvements . 

Accumulated  retirement  funds  are  invested  by  the  govern- 
mental agency  responsible  for  the  administration  of  the  retire- 
ment system.   They  are  generally  restricted  in  California  by 
the  same  investment  limitations  that  apply  to  insurance  companies, 
which  include  limitations  that  not  more  than  25  per  cent  of  the 
funds  can  be  invested  in  real  property,  and  the  term  of  such 
investments  can  not  be  for  more  than  40  years,  and  a  minimum 
interest  rate  is  required.   These  do  not  appear  to  prevent  the 
financing  of  tne  various  Civic  Center  projects  proposed  in  this 
report,  but  there  are  other  practieal  difficulties. 

One  serious  difficulty  is  that  retirement  funds  can  be 
invested  in  other  bonds  which  pay  a  higher  interest  rate  than 
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the  City  would  have  to  nay  for  its  own  general  obligation  bonds, 
or  for  a  joint  powers  authority  or  non-profit  corporation  bonds. 
However,  the  higher  rate  of  interest  which  mipht  be  paid  to  our 
Petirement  Fund  for  financing  Civic  Center  improvements  could 
perhaps  be  justified  on  two  counts:   first,  the  interest  rates 
paid  to  private  bond  houses ,  banks ,  and  private  lenders ,  while 
lower,  cannot  be  recaptured  for  the  City  use,  and  second,  the 
higher  rate  of  interest  paid  for  the  Retirement  Fund  financinr, 
could  off-set  payments  to  the  Fund  the  City  is  required  to  make 
anyway . 

In  San  Francisco,  the  Petirement  Board  has  independent 
authority  under  the  Charter  to  determine  its  investment  policy. 
Following  the  passage  of  Charter  amendments  in  ilovember  1968, 
the  Retirement  Board  is,  in  effect,  being  reconstituted.  Three 
vacancies  on  the  Board  have  been  filled  within  the  past  few 
weeks  under  the  new  organization  plan.   For  this  reason  the 
matter  of  Retirement  Tund  financing  for  Civic  Center  buildings 
has  not  been  formally  discussed  with  the  Retirement  Board, 
although  preliminary  discussions  have  been  held  with  the 
Retirement  Board  staff.  A  meeting  with  the  Retirement  Board 
will  be  requested  as  soon  as  the  current  members  have  had  an 
opportunity  to  read  this  report. 

Financing  of  Civic  Center  improvements  by  the  San  Francisco 
Retirement  Board,  with  adequate  security  provided  for  our 
employees'  investments,  should  have  a  high  degree  of  community 
and  political  approval,  as  well  as  enhancing  the  public  image  of 
City  employees  through  their  participation  in  financing  public 
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improvements.   Furthermore,  the  growing  trend  in  Congress 
toward  elimination  of  the  tax  exemption  for  municipal  b©j)4? , 
which  would  increase  the  interest  rates  on  municipal  bonds, 
makes  Retirement  Fund  financing  even  more  attractive.  It  is 
for  these  reasons  that  Retirement  Fund  financing  is  recommended 
in  this  report,  if  the  Board  of  Supervisors,  the  Board  of 
Education  and  the  Retirement  Board  concur  that  the  four  capital 
improvement  projects  described  herein  should  be  constructed 
without  additional  delay. 
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GENERAL  CONCLUSIONS 

The  proposed  new  Court  House  building  is  an  example  of 
the  consequences  of  defeat  and  delay.   Three  bond  issues  were 
submitted  to  the  electorate,  in  1955,  1957,  and  1958.   Each  of 
the  three  bond  issues  received  over  62  per  cent  approval  of 
the  voters,  but  this  was  not  enough,  since  66  2/3  per  cent 
approval  is  required.   During  the  past  ten  years  we  have  been 
forced  to  pay  rent  for  office  space  in  the  Civic  Center  area 
to  meet  the  needs  of  City  departments.   Both  interest  rates 
and  construction  costs  have  increased  every  year.   The  proposed 
Court  House  will  cost  almost  double  what  it  would  have  in  pre- 
vious bond  issues,  and  we  are  today  still  faced  with  the 
requirement  of  providing  adequate  working  space  for  our  City 
departments  and  our  Courts. 

The  Courts  are  also  an  example  of  the  question  often  asked 
by  taxpayers:   why  is  the  cost  of  City  and  County  government 
rising  when  San  Francisco  has  not  had  any  population  increase? 
Inflation  of  course  makes  the  picture  seem  worse,  since  we  need 
2  0  per  cent  more  dollars  today  to  do  the  same  job  done  five 
years  ago;  but  the  population  of  San  Francisco,  while  not  increas- 
ing in  the  number  of  residents,  is  not  stable.   It  is  changing 
in  many  social  and  economic  aspects  which  require  increasing 
governmental  services,  including  Court  activities.   The  daytime 
working  population  is  increasing  steadily  as  a  result  of  the 
many  major  new  office  buildings  being  added  to  our  vital  Down- 
town area.   With  the  estimated  doubling  of  the  Bay  Area  popula- 
tion to  8,000,000  by  the  year  2000,  our  City  should  continue  to 
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increase  its  position  as  the  center  of  financial  and  adminis- 
trative headquarters  and  continue  to  be  the  leading  cultural 
and  tourist  center  in  California.  This  continued  large  growth 
of  business  activity,  daily  workers  and  seasonal  visitors  has 
added,  and  will  continue  to  add,  to  the  number  of  cases  tried 
in  our  Courts.  The  steady  increase  for  the  past  15  years  in  the 
number  of  civil  actions  filed  in  our  Courts  is  projected  to  con- 
tinue so  that  at  least  six  more  Civil  Courts  will  be  needed  by 
1975  and  at  least  another  six  more  by  the  year  2000.   In  some 
degree  the  increasing  complexity  of  urban  life  and  the  social 
and  economic  changes  affect  the  duties  required  of  many  city 
departments  so  that  some  added  services  are  authorized  by  our 
local  government,  and  in  many  cases  are  ordered  by  State  and 
Federal  laws. 

The  Director  of  Property  submitted  a  separate  report , 
requested  by  the  Board  of  Supervisors ,  on  the  amount  and  cost 
of  rented  office  space.  This  indicated  that  $114,620  per  year 
is  now  being  spent  for  rental  of  office  space  in  the  Civic 
Center  area  for  offices  which  should  be  housed  in  City  Hall. 
Another  $197,516  is  being  spent  for  rental  space  by  the  School 
District.  This  is  a  total  of  $312,136  which  would  be  saved 
each  year  if  the  proposed  capital  improvement  projects  are 
constructed,  and  could  be  used  to  reduce  the  annual  debt 
service  payments  for  the  improvements. 

In  addition,  the  City  has  purchased  three  small  buildings 
-  450  McAllister  Street,  240  Van  Ness  Avenue  and  165  Grove 
Street  at  a  cost  of  more  than  half  a  million  dollars,  not 

-  26  - 


including  rehabilitation  costs,  as  interim  measures  to  accom- 
modate growing  departments  such  as  Electronic  Data  Processing. 
Further,  in  attempting  to  meet  new  demands  for  services,  City 
Hall  is  each  year  remodeled  in  small  pieces  in  response  to 
urgent  needs.  $20,000  is  spent  here,  $80,000  there,  with  the 
inevitable  result  of  this  kind  of  crisis  planning:  higher 
maintenance  and  repair  costs  caused  by  such  things  as  over- 
loading the  obsolete  electrical  wiring  facilities;  and  usually 
the  results  of  the  rush  remodeling  are  not  very  satisfactory 
or  economical. 

If  a  new  Courthouse  is  not  built  and  City  Hall  is  not 
refurbished,  then  our  present  process  of  overcrowding ,  piece- 
meal remodeling,  increased  renting  of  commercial  office  snace 
and  scattering  of  departments  will  continue  ad  infinitum.  A 
crisis  is  steadily  anproaching  in  the  need  to  provide  six  more 
Court  rooms  by  1975,  (not  mentioning  the  inadequacy  of  the 
present  Court  rooms),  the  need  to  provide  additional  office 
space  for  City  departments  and  for  the  School  District,  and  the 
need  to  refurbish  City  Hall.   This  grand  old  buildinr.  has  served 
San  Francisco  well  for  52  years,  and  should  serve  as  well  for 
another  52  years  if  renovated  and  refurbished. 

If  the  San  Francisco  Citizens'  Charter  Revision  Committee's 
staff  recommendations  for  reorganizing  City  departments  in  six 
functional  new  agencies  is  approved,  there  will  be  added  impetus 
to  the  need  for  refurbishing  City  Hall.   Any  major  Charter 
revisions  changing  or  regrouping  functions  will  create  the  need 
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for  extensive  physical  changes.   If,  as  a  small  example,  the 
Mayor's  budget  staff  is  increased,  possibly  by  transfer  of 
employees  from  other  departments,  physical  alterations  will 
have  to  be  made  to  efficiently  house  the  new  working  unit.  This 
will  be  multiplied  many  times  if  major  re-groupings  are  approved, 
Fortunately,  the  timing  is  appropriate.-   If  the  Charter  is 
revised  in  1969,  1970,  or  1971,  there  will  still  be  time  to 
plan  the  refurbishing  of  City  Hall  to  gain  maximum  efficiency 
of  location  for  the  reorganizations.   If  the  proposed  Court- 
house -  School  Administration  Building  -  City  Hall  refurbishing 
project  is  not  underway,  major  alterations  will  probably  have 
to  be  made  anyway,  at  the  same  or  higher  costs,  but  with  the 
probability  of  less  satisfactory  results. 

Every  major  American  city,  except  San  Francisco,  has  con- 
structed new  office  buildings  for  municipal  and  educational  and 
judicial  functions  since  World  War  II  to  house  the  new  or 
expanded  services  and  functions  of  local  government.  San 
Francisco  has  not  built  a  municipal  office  building,  or  a 
Courthouse  or  school  administration  building  since  World  War  I. 
We  have  managed  to  escape  such  major  capital  improvements  for 
half  a  century,  but  it  appears  obvious  we  can  not  do  so  for 
another  half  a  century. 
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NEXT  STEPS 

If  the  Board  of  Supervisors,  after  its  deliberations, 
decides  to  go  forward  with  all  or  sorr.e  of  the  projects 
recommended,  the  next  steps  will  depend  on  the  projects 
and  type  of  financing  selected.  General  obligation  bond 
financing  or  retirement  Fund  financing  would  probably  not 
require  any  immediate  appropriations . 

If  the  non-profit  corporation  method  of  financing  is 
selected,  an  amount  will  be  required  sufficient  for  financial 
consultants  and  leeal  counsel  to  establish  the  non-profit 
corporation  and  prepare  for  the  first  issuance  of  its  bonds. 
A  larrrer  amount  would  be  required  if  the  City  wishes  complete 
preliminary  plans  for  the  projects  or  to  pay  for  the  prepara- 
tion of  final  plans  and  specifications  from  City  funds, 
rather  tnan  from  borrowed  funds. 

With  construction  costs  and  interest  rates  at  the  highest 
levels  in  many  years,  the  total  costs  of  the  various  projects 
herein  proposed  are  a  most  serious  concern.   The  alternative, 
however,  is  to  do  nothing,  and  this  nas  usually  proven  to  be 
more  costly  in  the  lonp;  run. 
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Excerpt  from  the  Oakland  Tribune, 
November  19,  1968  from  an  article 
on  the  architectural  beauty  "of 
San  Francisco  City  Hall. 

San  Francisco's  proudest 
figure  is  that  lofty  dome  rising 
301  feet  from  the  curb  -  13  feet, 
seven  inches  higher  than  the 
Capitol  in  Washington,  D.  C. 

But  beautiful  as  it  is,  it 
is  less  than  perfect  as  a  business 
building.  Its  four  floors  of  office 
space  are  far  too  small  for  the 
bustling,  constantly  growing  city 
government  it  houses. 

The  clamor  for  space  goes 
on  as  the  mayor  and  his  adminis- 
tration and  other  civic  offices 
seek  to  expand.  Many  departments 
already  are  parcelled  out,  making 
for  inefficiency. 

The  supervisors'  private- 
offices  are  cubicles.   City 
attorneys  have  hallway  desks. 
There  is  no  place  for  prospective 
jurors  to  wait  but  in  the  halls. 
There  are  two  dingy  press  rooms 
but  no  provision  for  TV  or  radio. 

This  is  not  surprising, 
considering  the  original  architec- 
tural competition  plans  called  for 
"stabling  to  be  provided  for  four 
horses  and  a  driver's  room". 
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